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1. Motivation for this paper 
Haddad, C., & Hornuf, L. (2016). The emergence of the global fintech 
market: economic and technological determinants 
 
1. Technology, capital markets, mobile telephone subscriptions  
2. Labour force 
3. Financial system 
 
Active policies can influence the emergence of this new sector.  
 
 
 
 
Philippon, T. (2015). Has the US finance industry become less efficient? On the 
theory and measurement of financial intermediation. American Economic Review, 
105(4), 1408-1438. 
” 
Practice perspective: In Singapore context 
1. Local banks            (business model is being disrupted by fintech) 
2. MAS Regulator       (trade off between efficiency and safety)  
3. Local SMEs            (access to alternative finance ) 
 
Research perspective: efficiency of banking sector to meet financing 
needs of SMEs 
 
 
Importance 
Definition 
Source: World Bank 
Financial Inclusion 
Fintechs - Examples 
2. Impact on Bank and Banking 
(1) consumer finance,  
(2) mortgages,  
(3) lending to small and medium-sized enterprises (SMEs),  
(4) retail payments, and  
(5) wealth management,  
 
which constitutes 10% to 40% of bank revenues  
Disruptive Innovation (Christensen, 2015) 
1 
2 
3 
Bank for International Settlements report (2011) 
“innovation carries financial institutions into uncharted waters. It changes 
the profile of risk and, as a departure from established practice, it makes 
that risk harder to assess. And the more radical the innovation, the higher 
the attendant uncertainty. It is no coincidence that banking crises often 
follow on the heels of rapid financial deregulation [...] for rewards are very 
often front-loaded while the risks do not crystallise until much later. 
Hence, solid risk management is a prerequisite if banks (and the rest of 
us) are to benefit from financial innovation.”  
Innovation, Uncertainty, Risk Management 
Banks’ Responses 
Examples 
1. Hackathons, incubators, and accelerators 
2. Automated instant decisions 
3. Fees and charges (for low-margin services) 
3. Singapore as a Case Study 
Ageing population / limitations to land, manpower - productivity and innovation  
 
Activist demand-side policy instruments to stimulate innovation in financial 
services  
 
MAS response 
Tradeoff in decisions: incentives (regulatory sandboxes) and 
regulation  
 
Or, regulation to run alongside innovation  
 
Brunner and Gorfine (2014) 

Indonesia 
Singapore 
Philippines 
Thailand 
Malaysia 
 
 
 
                  
Research question: Measure the extent inefficiency in Singapore 
banks has decreased, to affirm validity of deregulation in the banking 
sector 
          Bank loans are expensive       Collateral 
2010:         32%         17% 
2011:         36%          16% 
2012:         39%          22% 
2013:         46%          25% 
2014:         47%          24% 
2015:         56%          23% 
More members in 2015 survey by Singapore Business Federation 
SBF are reporting that bank loans are more expensive, and they need 
more collateral for same financing, as compared to 6 years ago 
 
Technical and Allocative 
Efficiency 
Chen, T.Y. (2001).  An estimation of X-inefficiency in Taiwan 
banks.  Applied Financial Economics, 11, 237-242 

Conclusion 
What lessons can Singapore learn from developed countries and what are the 
challenges that lie ahead?  
 
1. Rules-based versus principles-based regulatory regime  
2. Alternative source of funding for SMEs 
3. Singapore be open to diverse global talent and expertise 
 
Challenges: achieving socially efficient outcomes in a dynamic environment 
(technology, innovation, competition) 
 
Thank you 
